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Or via YouTube
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Call to Order/ Chairman’s Comments
President’s Comments
Approval of Minutes April 22, 2022 (ACTION)

W ayne Monfries
Danny Jacobs, MD
W ayne Monfries

FY22YTD Results, Proposed FY23 Budget, CFO presentation

of the budget

Presentation of the Academic Tuition and Fee Book

Faculty Senate Response to the Budget

Approval of Budget and Fee Book (ACTION)

Report from Covington Implementation Committee

Update from Covington Oversight Committee

Anti- Racism Update - Supplier Diversity Program

Lawrence Furnstahl

David Robinson, PhD

Martina Ralle, PhD

W ayne Monfries

Alice Cuprill Comas
Susan Bakewell-Sachs, PhD, RN

Alisha Moreland-Capuia, MD
Michael Alexander, MSS

Maulin Patel, MBA
Ozzie Gonzales, M.Arch1
Dana Hill, BS, CSP

Stepping In For Respect - Acting Against Disrespect: An Evidence-Based Model for

Responding to Discriminatory Behavior

Octaviano Merecias-Cuevas, MA, HETC MBT

Meeting adjourned

Andrea Cedfeldt, MD


https://youtu.be/S6wUTlWUhqE

Oregon Health & Science University
Board of Directors Meeting
April 22,2022
WebEX/ECHO 360 virtual live meeting

Following due notice to the public, the regular meeting of the Board of Directors of Oregon Health
& Science University (OHSU) was held at 1:45pm at the Robertson Life Sciences Building in
room 3A001 and also via virtual WebEx and YouTube links.

A transcript of the audio recording was made of these proceedings. The recording and transcript
are both available by contacting the Secretary of the Board at 3225 SW Pavilion Loop, Mail Code
L101, Portland, Oregon 97239. The following written minutes constitute a summary of the
proceedings.

Attendance

Board members in attendance were: James Carlson, Danny Jacobs, Wayne Monfries, Ruth Beyer,
Sue Steward, Steve Zika, Mahtab Brar and Susan King, in virtual attendance was Chad Paulson.
OHSU staff presenting material on the agenda were Lawrence Furnstahl, Alice Cuprill Comas,
Susan Bakewell-Sachs, PhD, RN, Alisha Moreland-Capuia, MD, Michael Alexander, Bridget
Barnes and Brian Druker, MD. Connie Seeley, Secretary of the Board, and Alice Cuprill Comas,
Assistant Secretary of the Board, were also in attendance as well as other OHSU staff members
and members of the public.

Call to Order
Wayne Monfries

Mr. Wayne Monfries, Chair of the OHSU Board of Directors, called the public meeting to order
at 1:50pm and welcomed all those that were in-person and virtual attendance.

Chairman’s Comments
Wayne Monfries, Board Chair

Mr. Wayne Monfries opened the meeting saying it was great to be back in person with everyone.
He mentioned the meeting was kicking off a bit late and they would try to make up the time during
the meeting with the board secretary assigned to keep the conversations on track.

Mr. Monfries welcomed OHSU’s newest board members to their first in person meeting, and
mentioned board member Chad Paulson was joining the meeting virtually.

He discussed the new meeting format with the addition of bringing the senior management to the
table in hopes to inspire a more productive open dialogue.



He reviewed the meeting protocol and agenda topics and then proceeded to turn the meeting over
to President Jacobs.

President’s Comments
Danny Jacobs, MD, OHSU President

Dr. Danny Jacobs welcomed everyone and said it was great to finally all be in the same room
together.

He extended a welcome to the newest board member Susan King and the other board members
and thanked them all for their service.

Dr. Jacobs stated the pandemic has changed the organization and university in so many ways and
as OHSU is adapting to a post-pandemic world there are still many uncertainties going forward.
He said the impact of the mission activities and communities served is widespread.

He spoke about the financial challenges ahead giving examples of decreased revenue, increased
labor costs and that relying on growth would no longer be sufficient. He said they will face these
challenges the same way OHSU has in its 135-year history.

Dr. Jacobs discussed their desire and efforts to improve OHSU’s culture and referenced the
Oversight and Implementation committees and their presentations to be heard later in the meeting.

In closing, Dr. Jacobs said they were very proud of all of the members and the work they’ve done
while continuing their efforts to be better every day.

Approval of Minutes
Wayne Monfries

Mr. Monfries asked for approval of the minutes from the January 28, 2022 OHSU Public Board
meeting. Upon motion duly made by Jim Carlson and seconded by Steve Zika, the minutes were
approved by all board members in attendance.

Financial Update
Lawrence Furnstahl

Mr. Monfries recognized Lawrence Furnstahl, EVP and Chief Financial Officer.

Mr. Furnstahl presented OHSU’s third quarter financial results and their improvement plans going
forward.



He discussed adecline in the financial results due to the impact of the COVID 19 variants including
a March year-to-date loss of $64 million. He said the shortfall reflected lost procedural revenues
and higher labor costs in OHSU health.

Mr. Furnstahl reviewed the continuing growth model of the finances for the decade pre-pandemic.
He also addressed their financial challenges and discussed the six essential goals in their target
plan which included increasing patient care volume and working to secure and negotiate higher
patient care payment rates.

In closing Mr. Furnstahl discussed the participation of the next level of leadership in the decision-
making process. He also discussed the strategy of the university and how it will affect translating
the goals into actual on-the-ground operations.

Board members asked Mr. Furnstahl for further information on OLT, growth, feedback and
reactions to their goals, addressing issues that don’t go according to the forecast, IGT funding,
state budget decisions and risk assessment.

Report from Covington Imple mentation Committee
Alice Cuprill Comas, Susan Bakewell Sachs, PhD, RN

Mr. Monfries recognized Alice Cuprill Comas, EVP General Counsel and Susan Bakewell-Sachs,
PhD, RN, Dean School of Nursing.

Dr. Bakewell-Sachs and Ms. Cuprill Comas began by discussing the Implementation Committee
charter and membership, stating the committee members are a team who are responsible for the
areas implicated by the Covington Report. They also advised that committee reports are now
posted on OHSU Now as well as on an external website.

Dr. Bakewell Sachs stated the committee is using at Trauma-Informed systems changed
approach and applying a diversity, equity, inclusion and belonging lens to all of their work.

Ms. Cuprill Comas discussed their collaboration with the Oversight Committee and the subsets
of its members including the Iterative Process and Situation, Background, Assessment,
Recommendation (SBAR).

Board members asked Ms. Cuprill Comas and Dr. Bakewell-Sachs for further information on
mechanisms used to complete the framework, inputs and content from workstream leaders, quick
wins identified and various avenues for reporting issues.

Report from Covington Oversight Committee
Alisha Moreland-Capuia, Michael Alexander

Mr. Monfries recognized Alisha Moreland-Capuia, MD and Mr. Michael Alexander.
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Dr. Moreland-Capuia and Michael Alexander provided an update from the Oversight Committee.

Dr. Moreland Capuia discussed the application of the trauma informed lens and framework. She
covered the Trauma-Informed principles reflected in the process. She also covered their meeting
structure including decision making, feedback and collaboration.

Mr. Alexander spoke about community agreements including dissent being welcome, extending
grace, “listen to understand” versus “listen to respond” and creating a space for all voices to be
heard just to name a few.

Mr. Alexander covered the Oversight Charter around its purpose and mission, the revision of the
charter and the importance of a six-month re-evaluation.

Dr. Moreland Capuia discussed the tracking and monitoring progress of the recommendations, the
tools that were developed and initiatives that preceeded the Covington Report. She spoke of the
different ways of communication that has been keeping the OSHU community informed of the
process and concluded with key elements and take-aways.

Board members asked Dr. Moreland-Capuia and Michael Alexander for further information on
mini lectures and their use across the organization.

OHSU 2025 Update
Bridget Barnes

Mr. Monfries recognized Bridget Barnes, Vice President and Chief Information Officer.

Ms. Barnes presented anupdate related to the OHSU 2025 Strategic Plan, an update on the program
status and key performance indicators.

Ms. Barnes provided an objective summary of their six goals and their objectives, target dates and
the target status of each. A learner video was also presented regarding a success story within the
OSHU Food Resource Center.

Ms. Barnes covered next steps including checking in with project managers, finalization of FY23
budgets and annual and quarterly KP1’s.

She closed by discussing the Enterprise Program Management Office and its strategic program
alignment.

Board members positively commented on the success of the OHSU Food Resource Center and had
no further questions for Ms. Barnes.



Update from the Knight Cancer Institute
Brian Druker, MD

Mr. Monfries recognized Brian Druker, MD

Dr. Druker provided an update from the Knight Cancer Institute reviewing cancer philanthropy
and research from the years 2010-2020.

He discussed the receipt of approximately $400 million in donations for cancer, $200 million in
bonding authorities allowing OHSU to build the Knight Cancer Research Building and over $1
billion invested by OHSU in people’s programs.

Dr. Druker spoke of their accomplishments including OHSU being viewed as one of the national
if not international leaders in early cancer detection.

He spoke about the impact of the Knight Cancer Institute and their innovative clinical trials, and
their practice-based guidelines for breast, lung and colon cancer screening. He also spoke about
the SMMART Trials and the Grail Pathfinder Study.

Dr. Druker mentioned the Knight Scholars and how they have trained over 60 Oregon High School
students in cancer research. He closed by discussing community partnership programs and their
160 funded projects and also how they are leveraging OHSU’s impact to the national stage.

Board members asked Dr. Druker for further information on research prioritization, collaboration
with other entities, challenges and risks and tracking of Knight high school scholars.

Appointment of OHSU Auditor KPMG

Mr. Monfries presented OHSU Board Resolution 2022-04-03, Appointment of OHSU Auditor
KPMG.
OHSU Board Resolution 2022-04-03
Mr. Monfries asked for a motion to adopt Resolution 2022-04-03. Sue Steward moved to
approve the motion. Mahtab Brar seconded the motion and it was approved by all OHSU
Board members in attendance.

Appointment of Committee Member

Mr. Monfries presented OHSU Board Resolution 2022-04-04, Appointment of Committee
Member Susan King.
OHSU Board Resolution 2022-04-04
Mr. Monfries asked for a motion to adopt Resolution 2022-04-04. James Carlson moved
to approve the motion. Ruth Beyer seconded the motion and it was approved by all
OHSU Board members in attendance.




Adjournment
Wayne Monfries

Hearing no further comments or business for discussion, Mr. Monfries thanked all of the Board
members and presenters for their participation. The meeting was adjourned at 4:.04 pm.

Respectfully submitted,

Connie Seeley
Secretary of the Board
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June 20, 2022
To: Members, OHSU Board of Directors

From: Lawrence J. Furnstahl
Executive Vice President & Chief Financial Officer

Re: Proposed FY23 Budget for June 24" Board Meeting

Enclosed for your consideration is the proposed operating and capital budget for FY23. As you know, in
April the President and EVPs presented a preliminary plan that included a $(19) million loss in FY22 and a
budgeted gain of $75 million in FY23. Areas across OHSU have worked hard to meet next year’s budget
targets, in an unprecedented national healthcare environment that has especially impacted OHSU
Health and the School of Medicine, where 99% of clinical activity occurs.

However, further deterioration in the outlook for clinical earnings—including an FY22 May YTD loss of
$(77) million—are emblematic of the difficulty of achieving the overall level of financial performance on
the schedule projected in April. We have therefore developed a proposed FY23 budget that includes
balanced revenue and expense instead of $75 million in operating income, with a corresponding
reduction in the FY23 annual capital budget from $180 million to $110 million.

Revenues are projected to rise nearly 8% from estimated FY22 levels to $4.3 billion next year, with 9%
recovery in surgical volume plus an incremental $20 million in State appropriations for the 30-30-30
program to increase healthcare graduates and learner diversity. Expense growth is kept to 6%, with a
reduction in healthcare contract labor from a peak of 440 FTEs in FY22 Q3 to a low of 95 FTEs in FY23
Q4, for a 50% decrease in contract labor costs on average from this year to next year. We target to
realize another $25 million in earnings through FY23 while also developing contingency plans if financial
performance continues to deteriorate.

We recognize the seriousness of the financial situation. We are completing action plans that can be
executed now, with specific timelines, metrics and leadership accountabilities. Top priorities are:

— Replacing traveler nurses & other contract labor with full-time employees.

— Fully deploying the operating rooms.

— Continuing to grow pharmacy, imaging & other complex services with rapid pay-back periods.
— Negotiating commercial contract rates that reflect higher-inflation environment.

— Strictly controlling hiring with focus on high-priority / high-return areas & safety.

— ldentifying programs & positions to cut if financial performance continues to fall short.



— Working with private, public and philanthropic partners to support strategic priorities and
relieve budget pressures wherever possible.

— Securing experienced clinical operations experts for an advisory committee to help ensure we
achieve these top priorities.

Revised projections through FY27 carry forward the impact of lower operating earnings and investment
returns in FY22 and FY23, as well as higher inflation, offset in part by reductions to capital spending and
more aggressive fundraising targets. The net impact of the revised assumptions, opportunities and
actions reduce the projected FY27 EBITDA margin from 10.4% shared in April to 8.1% shown here, but
up from 4.4% this year. They generate $3 billion in sources of cash compared to $2.7 billion in uses, for
net positive cash flow of $300 million over 6 years from FY22 through FY27. OHSU-held cash &
investments grow in line with 3.5% inflation to $1.7 billion but below the 8% annual increase in
spending, thus resulting in lower days cash on hand.

Prior to COVID, OHSU'’s financial model relied on sustained growth across missions both to serve the
people of Oregon and to offset the chronic gap between payment rate growth and wage & cost
inflation, by spreading fixed costs across a wider base. In addition, OHSU captured new resources from
IGT leverage of federal Medicaid match, non-hospital pharmacy services, and major gifts. This model, by
requiring ongoing growth and new revenue sources, was not inherently stable, however it did secure
nearly a decade of 7% top line growth, competitive pay, and 4.5% — 5% operating margins to fund
investment in programs and capital.

The pandemic knocked OHSU—and AHCs across the nation—off this path with a “perfect storm of
expense, volume, and revenue pressures” (as Kaufman Hall reports). The proposed FY23 budget and
essential targets through FY27 seek to return OHSU to a sustainable path of growth while recognizing
the lasting impact of COVID on our people, programs and finances. By balancing operating revenues and
expenses, investment return and gifts, capital spending and cash flow during the hospital expansion
construction period, the revised plan presented here both draws upon and maintains OHSU’s long-term
capacity to finance its missions of patient care, research, education and outreach for Oregon.
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OHSU Onward:
Proposed FY23 Operating & Capital Budget

OHSU Board of Directors / June 24, 2022
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Introduction

o In April, the President and EVPs together presented to the Board a preliminary plan
that included a $(19)m loss in FY22 and a budgeted gain of $75m in FY23.

o Areas across OHSU have worked hard to meet next year’s budget targets, in an
unprecedented national healthcare environment that has especially impacted OHSU
Health and the School of Medicine, where 99% of clinical activity occurs.

o However, further deterioration in the outlook for clinical earnings—including an FY22
May YTD loss of $(77)m—are emblematic of the difficulty of achieving the overall level
of financial performance on the schedule projected in April.

o We have developed a proposal for the FY23 budget that includes:
— Balanced revenue & expense instead of $75 million in operating income

— $64m in increased spending for OHSU Health plus $19m for the School of
Medicine, offset in part by eliminating the remaining budget for the OHSU Incentive
Plan (gainsharing may be funded with positive operating income if any at year-end)

— Reduction in FY23 annual capital budget from $180 million to $110 million

— Target to realize another ~$25 million in earnings through FY23 while also
developing contingency plans if financial performance continues to deteriorate.

OHSU



Top Management Priorities Going Into FY23 Budget

We recognize the seriousness of the financial situation. This month we are completing
action plans that can be executed now, with specific timelines, metrics and leadership
accountabilities. Top priorities are:

1) Replacing traveler nurses & other contract labor with full-time employees.
2) Fully deploying the operating rooms.

3) Continuing to grow pharmacy, imaging & other complex services with rapid pay-back
periods.

4) Negotiating commercial contract rates that reflect higher-inflation environment.
5) Strictly controlling hiring with focus on high-priority / high-return areas & safety.
6) Identifying programs & positions to cut if financial performance continues to fall short.

7) Working with private, public and philanthropic partners to support strategic priorities
and relieve budget pressures wherever possible.

8) Securing experienced clinical operations experts for an advisory committee to help
ensure we achieve these top priorities.
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Gain (Loss) Had Followed Delta/Omicron Surges

FY22 Operating Income by Month (millions)

$10
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May Results Show $(16)M Loss

@)

The proposed FY23 budget was developed with financial information through April
YTD (10 months).

We closed May books on June 9" and the results are not good, adding even more
urgency to the budget situation.

Compared to a March month loss of $(3)m and an April gain of +$2m, and the slight
gain we had expected, May has a loss of nearly $(16)m for the month, largely due to a
decline in patient revenue from March and April, despite good volume.

Stronger patient activity in May was more than offset by a shift in payer mix from
managed care to Medicaid (which pays half as much), lower-than-prior trend Rx sales,
continued high contract labor, and a loss at Hillsboro Medical Center.

Two things that have helped mitigate the financial impact of COVID so far have been
steady payer mix and strong Rx sales.

Both moved against us in May.

This appears to be a temporary variation rather than the start of a longer-term trend.
The underlying pressure of high labor costs is so great, that if any other factor moves
in a negative direction, the month’s results move sharply negative.



May Results Show $(16)M Loss (continued)

o Through 11 months OHSU has a YTD operating loss of $(77.5)m, which is now
$(102)m off budget and $(133)m off last year, on 9% year-over-year revenue growth
but 13.5% expense growth, including 14% labor cost growth.

o The YTD loss includes $(17.9)m of deficit support to Hillsboro and Adventist Portland,
which like many US hospitals are losing money with high contract labor costs.

o Of the shortfall from budget through May, $(129)m is in Healthcare + School of
Medicine, the locus of almost all clinical activity; this variance is up from $(108)m
through April. AHCs across the country are experiencing similar trends.

o See Appendix for detailed FY22 May YTD financial results.

FY22 May YTD Results Fy21 FY22 FY22 Actual - Actual /
11 Months (millions) Last Year Budget Actual Budget Last Year

Operating revenue $3,310 $3,538 $3,617 $79 9.3%
Salaries & benefits 1,993 2,172 2,270 97 13.9%
Supplies & senices 1,067 1,128 1,201 73 12.5%
Depreciation & interest 195 213 224 11 15.1%
Operating expense 3,255 3,513 3,694 181 13.5%
Operating income (loss) $56 $25 $(77) $(102)

Operating margin 1.7% 0.7% -2.1% -2.8%

EBITDA margin 7.6% 6.7% 4.0% -2.7%



Overview of Proposed FY23 Budget

@)

In a national environment of hospital losses, the FY23 budget proposes balanced
revenues and expenses of $4.3 billion for an EBITDA margin (before depreciation &
interest) of 5.7%, up from 4.4% in FY22.

Revenues are projected to rise nearly 8% from estimated FY22 levels with 9%
recovery in surgical volume, plus an incremental $20m in State appropriations for the
30-30-30 program to increase healthcare graduates and learner diversity.

Expense growth is kept to 6%, with a reduction in healthcare contract labor from a
peak of 440 FTEs in FY22 Q3 to a low of 95 FTEs in FY23 Q4, for a 50% decrease in
contract labor costs on average from this year to next year.

OHSU Budget Summary FY21 FY22 FY22 FY23 Proposed /
(millions) Actual Budget Estimate  Proposed Estimate

Operating revenue $3,664 $3,876 $3,963 $4,274 7.8%
Non-contract compensation 2,176 2,362 2,386 2,574 7.9%
Contract staff costs 22 12 94 47 -50.0%
Supplies & senices 1,182 1,230 1,308 1,407 7.5%
Depreciation & interest 212 233 245 246 0.4%
Operating expense 3,591 3,838 4,033 4,274 6.0%
Operating income (loss) $72 $39 $(70) $0
Operating margin 2.0% 1.0% -1.8% 0.0%
EBITDA margin 7.8% 7.0% 4.4% 5.7%



Budget-to-Budget Growth in Revenue & Expense

o Another perspective on the proposed FY23 budget is provided by comparison to the
FY22 budget approved by the Board one year ago. Budget-to-budget, revenues are
up 10.3%, with a 37% increase in State funds from IGT and 30-30-30 funds.

o Budgeted compensation costs rise 9.8% (10.4% including the 30-30-30 program). RXx
& medical supply costs are up 19% with shift toward non-hospital pharmacy services.

Budget-to-Budget Growth FY22 FY23 FY23P /
(millions) Budget Proposed FY22B
Net patient revenue $2,634 $2,888 9.7%
IGT + State appropriations 176 241 37.3%
All other revenues 1,067 1,145 7.3%
Operating revenue 3,876 4,274 10.3%

Salaries & benefits:

Healthcare 1,069 1,194 11.7%
School of Medicine 825 904 9.6%
Restricted funds (grants) 205 210 2.5%
All other University 264 298 13.2%
Subtotal before 30-30-30 2,362 2,606 10.3%
Rx & medical supplies 654 778 19.0%
Other senvices & supplies 577 624 8.3%
30-30-30 program costs 0 20
Depreciation & interest 233 246 5.6%
Operating expense 3,826 4,274 11.7%
Operating income $51 $0
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Revenue & Expense Detail in Proposed Budget

OHSU Budget Detail
(millions)

Net patient revenue
Medical contracts

Grants & contracts

Gifts applied to operations
Tuition & fees

State appropriations
Other revenues

IGT funding

Operating revenues
% growth over prior year

Salaries & benefits
Rx & medical supplies
Other senices & supplies

Operations expense
% growth over prior year

EBITDA

Depreciation
Interest

Total expenses
% growth over prior year

Operating income
EBITDA margin

Operating margin
Compensation / gross margin

FY21
Actual

$2,451
128
513

75

83

44

226
144

3,664
8.1%

2,198
623
559

3,380
5.4%

284

179
33

3,591
5.0%

$72
7.8%

2.0%
72.3%

FY22
Budget

$2,634
165
496

98

84

40

224
136

3,876
5.8%

2,374
654
577

3,605
6.7%

271

197
35

3,838
6.9%

$39
7.0%

1.0%
73.7%

FY22
Estimate

$2,661
157
528

83

84

53

233
164

3,963
8.2%

2,480
717
592

3,788
12.1%

175

199
46

4,033
12.3%

$(70)
4.4%

-1.8%
76.4%

FY23
Proposed

$2,888
173
527

94

82

61

270
180

4,274
7.8%

2,621
778
629

4,028
6.3%

246

202
43

4,274
6.0%

$0
5.7%

0.0%
75.0%

Proposed /
Estimate

8.5%
10.2%
-0.3%
13.6%
-3.2%
15.0%
15.8%

9.7%

7.8%
5.7%
8.5%

6.4%

6.3%

40.6%

1.6%
-5.2%

6.0%
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3% Budgeted Increase in FTEs for FY23

(@)

With 5% aggregate activity
growth in FY23 and 47%
variable staffing, we plan 2.3%
growth in FTEs or ~400 new
positions (47% x 5% = 2.35%).

An additional 110 FTEs are
funded from Adventist Health
Portland and Hillsboro Medical
Center revenues, for operating
costs of OHSU Epic at AHP
and the 2" year of residents at
HMC.

Another 24 FTEs are allocated
for HR / Covington efforts plus
design & construction staff
paid from the OHEP capital
budget.

FY23 Increase in Full-Time Equivalent Staff
FY22 Pay Period 11 FTEs +423 Contract Labor FTEs
FY22 Budgeted FTEs (before 2% vacancy factor)

Lab, Imaging & Therapy

Oncology Service Line

Doernbecher

Pharmacy

Adult Inpatient and Emergency Department
All Other Healthcare Growth

School of Medicine Faculty

All Other School of Medicine Growth

Increase in HC + SOM Base Budget FTEs
Chief Research Officer Areas
Provost Areas
Central Services
Increase in Other University Base Budget FTEs
FY23 Base Budget FTEs
OHSU Epic Implemented at Adventist Health Portland
2nd Year Residents at Hillsboro Medical Center
Human Resources / Covington / Anti-Racism Initiatives
Staff Paid from Hospital Expansion Capital

Increase in Externally / Specially Funded Programs

FY23 Total Budget FTEs

FTEs % Growth

17,199
17,324

57 0.3%

54 0.3%

36 0.2%

22 0.1%

22 0.1%

31 0.2%

57 0.3%

67 0.4%

345 2.0%

25 0.1%

17 0.1%

13 0.1%

55 0.3%

17,724 2.3%

93 0.5%

17 0.1%

19 0.1%

5 0.0%

134 0.8%

17,858 3.1%



Recent Surge in US Wage & Cost Inflation

o Both wage growth (left chart) and overall inflation (center chart) have spiked, but of all
major components of the Consumer Price Index, hospital services (which are highly

regulated) have increased the least (bottom of right chart).

» Although the spike in inflation is widely expected to moderate, the gap between
OHSU’s payment rate growth and wage & cost inflation is widening.

Wage Growth Tracker

three-month moving average of median wage growth,

hourly data
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+14%

Inflation

+8.6%
in May o

+6.0%
excluding
food and
energy

1970 '80 'S0 2000 ‘10 20

Source: New York Times, 6/10/22

ats, poultry, fish and eggs +13.7

Motor vehisfe maintenance, repair +4.9

Rent of primary residence +4.4

Services and Supplies Purchased

Fuel oil +70.1%
asoline (all types) +48.0
Used cars and trucks +35.3
Airline fares +23.6
Piped utility gas service +21.6

New vehicles +12.5
Electricity +11.1
Allitems +8.5
Fruit3agqd vegetables +8.5

Food away from home +6.9
Apparel +6.8

Alcoholic
Hospital services +3.3

Chart shows year-over-year chinges in select categories of the

Consumer Price Index. | Sofirce: Bureau of Labor Statistics

Source: New York Times, 4/13/22

Services Paid
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US YTD Hospital Margins in 2021 & 2022

Kaufman Hall Operating Margin Index” YTD by Month

6.0%

N I I I I I
0.0% l I I /

-2.0% I I
-4.0%

-6.0%
May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 MNow-21 Dec-21 Jan- 42 Feb-22

W Without CARES With CARES

Source: National Hospital Flash Report (May 2022)

In the first four months of 2022, hospitals saw dramatic declines in
YTD operating margin in a perfect storm of expense, volume, and
revenue pressures attributable largely to the effects of COVID.

: ®
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National Perspective from Kaufman Hall

o Nationally, hospital labor expenses increased by more than one-third from pre-
pandemic levels

o The largest increases were in the South and West, while the highest expense levels
consistently were in the West and Northeast/Mid-Atlantic

o Contract labor as a percentage of total labor expenses increased more than five times
the rate from prepandemic levels

o As of March 2022, the median wage rate for contract nurses had risen to more than
three times that of employed nurses

Source: Kaufman Hall: A Special Workforce Edition of the National Hospital Flash
Report, May 11, 2022. See KaufmanHall.com.
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FY21 & FY22 YTD Contract Labor in Healthcare

o Staff Vacancies of more than 1,000 positions, versus a pre-Covid trend of 600
vacancies, have increased the need to use contract labor “travelers” in all areas.

o Utilization of contract labor is at an all-time high at between 400 — 450 positions per
month in the 3" and 4" quarters, versus less than 100 per month in pre-COVID years.

o As of May 23", contract labor offset roughly 40% of all vacancies.

Contract Labor

$12.00
$10.00
(%]
.E $8.00
=
£ $6.00
&
c
g
X $4.00
- J J
$-
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

mFY21 $0.61 $0.47 $0.60 $0.54 $1.00 $1.08 $1.09 $1.37 $1.03 $4.35 $3.53 $4.65
mFY22 $2.37 $3.16 $4.14 $4.26 $5.59 $8.78 $9.89 $9.96 $11.31 $9.54

]
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FY23 OHSU Healthcare Direct Margin Budget

FY23 to
FY2023 May TARGET
Forecast TARGET Variance
 NetPatientRevenue  § 2,178,354 $ 2374095 § 2351219 § 22876
Other Revenue 239,823 269,948 263,587 6,361
 Total Operating Revenue 2,418,177 2,644,043 2,614,806 29,237
Salaries and Benefits 1,151,614 1,193,580 1,186,559 (7,021)
Non-Salary Expenses 914,697 979,990 957,774 (22,216)
 Direct Operating Expenses 2,066,311 2173570 2144333 (29.237)
Direct Margin 351,866 470,473 470,473 0
Other Operating Expenses 260,446 274,444 274,444 0
Total Margin $ 91,420 $ 196,029 $ 196,029 $ -
Direct Margin % 14.6% 17.8% 18.0%
EBIDA 9.5% 13.0% 13.1%
Total Margin 3.8% 7.4% 7.5%
16

12.6%

3.6%
7.1%

33.7%

5.4%

114.4%

FY22
Projection
includes
$20M in one-
time
payments that
are not
expected to
continue in
FY23.
Excluding
those items,
the salary and
benefit
expense
increase is
5.5%
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Gross Patient Revenue ($000s)
Net Patient Revenue ($000s)
Inpatient admissions

Average length of stay (ALOS)
Average daily census (ADC)
Casemix index (CMI)

Observation Patients

Day Patients
Surgical cases
Inpatient Surgical cases
Outpatient Surgical cases
Emergency visits
Outpatient (OP) share of activity
CMI/OP adjusted admission

FY22 Budget

FY22 Proj

FY23 Budget

FY23to
FY22 Proj

FY23 Patient Care Volume Assumptions

$ 5642651 S 5698246 |5 6,280,185 |dh 10.21%
S 2163827 |$ 2178354 | S 2,374,096 |dh 8.99%
26,858 26,055 26,576 |fh 2.00%

6.70 6.80 6.70 |fp -1.47%

467.8 461.1 463.4 (A 0.50%

2.50 2.48 2.50 |fp 0.81%

4,080 3,477 3,547 |Ap 2.00%

40,118 37,280 38,026 |fp 2.00%
35,194 32,533 35,577 |fh 9.36%

11,527 10,988 12,119 |4 10.29%

23,667 21,545 23,458 |fAp 8.88%
39,944 48,661 48,838 |Ap 0.36%

56.3% 56.9% 56.9%|Ap 0.07%

153,647 149,922 154,302 [ 2.9%

Target=8.2%
(5.7% Volume

Plus 2.5%
Rate)

OHSU



Projected OR Capacity: FY22 Q4 — FY23
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Operating Rooms Open
—

e w
m,m,m,mlﬁmagmmmmmmmmgmnmmmmm
= # & s O L = o o4 & I a
2288883882852 788888885885

—fyFildbe Rooms s Open Rooms

Fully operational OR Capacity:

53 Rooms
e 44 Adult
* 9 Pediatric

Due to Anesthesia and
bedside staffing constraints
OR rooms will be closed
FY22 Q4 and FY23 Q1

1 Room will open in FY23
Q2

1 additional will open in
FY23 Q3.
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Healthcare Contract Labor Assumptions

Contract FTEs

500.0
450.0
400.0
350.0
300.0

250.0
200.0
150.0
100.0
50.0 I I

FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
W Contract FTEs' 219.1 = 289.6 @ 439.7 4239 2892 1650 914 94.7
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Healthcare Salary & Benefit Growth — FY23 Budget

FTE growth is a portion of the overall salary growth from FY22 Budget. In addition to
FTEs, FY23 budget projects a continued reliance on Contract Labor at higher payment
rates than OHSU employees, as well as increases in OHSU wages & benefits.

FY2023

Forecast
Salaries and Benefits $ 1,068,898 $ 1,193,580 11.7%

Components of Salaries and Benefits Increase

Increase in FTE's 42%
Partner Supported FTE Increase 1.2%
Increase Contract Labor Expense 2.9%
Salary and Benefit Rate Increase 34%
Total Salaries and Benefits Increase 11.7%

20

]

o
I
tn
c



21

Healthcare Budget Risks

Revenue Risks

COVID surge with new
variants

Surgical volume

Bed closures due to nursing
and bedside staffing

Payer negotiations and
federal payment changes

3408 legislation
Telehealth legislation

Expense Risks
» Contract labor
* Anesthesia staffing

» Access checkpoint staffing
needs

« Union negotiations and strike
risk

» Supply and pharmaceutical
inflation

o
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School of Medicine Budget — The Way Forward

Principles: Transparent approach led by departments.
1. Targeted Clinical Growth in collaboration with OHSU Health

Rapidly grow high complexity, high margin groups (e.g., oncology, neuro,
pulmonary, cardiac, Gl)

Targeted recruitment across departments based on the selected groups.
Closely analyze clinical FTE of all providers and increase in high margin groups.

Monitor EPIC scheduling template utilization for all providers to:

1) fully understand available cFTE (using QGenda / CANDID systems)
2) ensure we are fully scheduling available cFTE to meet patient demand
3) optimize utilization of providers in clinic schedules

4) match provider availability with areas of highest need / highest margin.

Develop clinic staffing matrix for each program to better understand the
relationship between volumes and staff.

2. Research Programs

— Maximize external funding in SoM by working with departments on a thorough

analysis of department funded research and institutional support.

— Refine compensation plan, specifically on Institutional Support and Bridge Funding

22

(e.g. unrestricted funds that supplement grant funding of faculty salaries). é;
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Trend in SoM Patient Revenue & Expense Growth
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400,000
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SOM Net Patient Revenue Growth

7.0% gu)
1]
5.9% 7.3% 4.5% I
439446 (424082 455221 | 475545 509,045
I -3.5% I I I
FY19 FY20 FY21 Fy2z2 FY23
Forecast Budget

Expense growth outpacing revenue growth

1,400,000
SOM Expense Growth
1,200,000 >
1.7% [8.8%]
1,000,000 i
800,000 6.1%
600,000 l -
970,568 094,
400,000 752,870 874,098 869,234
200,000
FY19 FY20 FY21 FY22  FY23 Budget
Forecast
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School of Medicine FY23 Budget Risks

Revenue Budget:

O

Medical Contract revenue growth could be too high due to dissolution of Mid-
Columbia Medical Center contract and funds flow changes with Adventist Health

Tuition revenue could decline slightly in FY23 based on current enroliment
Gift revenue is partially a function of gift spending that may occur more slowly

Indirect Cost Recovery revenue from grants could increase more slowly than
expected due to staffing challenges and delays in research

Expense Budget:

Budget already includes $12 million vacancy factor

Salary expense higher than expected due to new research compensation plan
(salary increases plus revised “Institutional Support”); research staff equity
adjustments of >$2m; AFSCME and UA adjustments; HMC and Adventist staff

moving to OHSU P&L

Already removed all NEW positions from budget that do not have Position
Management Committee approval and are not Grant / Contract / Gift Funded

®

OHSU
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SoM: What Else Can We Do to Close the Gap?

o Seek input from departments about what we can stop doing—what programs do we
need to outsource or close

o Partner with Foundation to explore additional philanthropic opportunities
o Refine compensation plan to better align faculty effort, revenues and pay

o Standardize and simplify administrative functions (one-time payments spreadsheet,
timekeeping, easy access to credentialing information, position request and approval
process)

o Ask departments to review all positions that are currently posted to see what can be
delayed or discontinued based on the targeted clinical growth and research criteria in
“Way Forward” slide

o Continue to integrate hiring process with healthcare by:
1) create pro-formas that include SOM and HC faculty and staff as well as joint ROI
2) limit position requests to those services that HC and SOM declare are areas of
targeted growth

OHSU



OHSU 30-30-30: Building a Healthier Future

By 2030, OHSU will achieve the following:

— 30% aggregate increase in enrollment in select health professions
programs and

— At least 30% of all students at OHSU are from diverse populations

e S45m investment in FY23:

— $25m match to the OHSU Sprint Campaign (OHSU Foundation to raise
$25m, State matches $25m)

— $20m per year starting in FY23 to support program goals (540m
increase in State appropriations per biennium)

: ®
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OHSU 30-30-30: Building Workforce Capacity

Building Workforce Capacity: Establish New Degree & Post-Graduate

Programs

e Advanced Practice Provider Fellowships (4 new ones, including Oncology and
Behavioral Health)

e Create a new health care profession programs such as a BS in Respiratory Therapy

Building Workforce Capacity: Increase Enrollment in Existing Degree & Post-
Graduate Programs

e Undergraduate Nursing e Graduate Nursing
o OCNE o Master of Nursing Education
o RN/BS o DNP (7 Programs)
o Portland BSN o PhD
o Accelerated Baccalaureate e Other Doctoral Programs
e Other Masters Programs o MD
o Graduate Programs in Human Nutrition o PhD Clinical Psychology

o Physician Assistant
o Master of Public Health

e Post Graduate Programs
o Advanced Education Dentistry Programs g)

27
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Building Diversity & Educational Capacity

Building Student and Workforce Diversity: Pathway Programs

AHEC (AHEC Scholars, MedQuest, Pre-Health Society, Rural Outreach and
Pathways)

On Track OHSU! (South Coast; NE Oregon; PPS; Woodburn; Klamath Falls)
WYy’East (expand Wy’East into dentistry, nursing, public health, and others)
Scholarships for career advancement for employees at OHSU

Building Educational Capacity: Exploring Partnerships

Articulation Programs (nursing, respiratory therapy, and others: community
college and public health baccalaureate students)

Nursing Faculty Capacity Building statewide (Recruitment, Preparation and
Support Program)

Training Sites for Associated Programs (e.g., medical assistants, care
coordination workers, etc.)

Securing and Growing Placement Slots across Oregon

Alumni relations as mentors, potential donors and community leaders

OHSU



Comprehensive, Full Cycle Support & Services

Exploratory Pathways

e AHEC

e On Track OHSU! ~
, Explorato

¢ Wy East Practice ;’(gtcf)waay;y

Recruitment and Enrollment
e Scholarships

. IR Learner
e Loan Forgiveness | | Experiences

e Loan Repayment

. Learner
Learner Support Services Support

e Accommodations, Addressing Food Insecurity .

e Behavioral Health Services, Comprehensive .
Health Services, Emergency Fund, Housing Assistance

e Learner Placement

e Mentoring, Tutoring and Learner Support

e Wellbeing Programming
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Comprehensive, Full Cycle Support & Services

Enhanced Education and Training Experiences for Learners

Advanced Diagnostics and Therapeutics (e.g., POCUS)

Campus for Rural Health (increase rotations, increase housing, expand
interprofessional community projects, establish a new North Coast Hub),
Interprofessional Experiences, Rural and Under-served Experiences
Leadership Training, Service Learning Opportunities and Community
Engagement (e.g., Bridges)

Simulation, Telehealth Skills

Transition to Practice

Continuing Education (including ECHO)

Educational Home (2025 Goal)

Practice Recruitment into Underserved Areas (Office of Rural Health)
Transition to Practice Program (e.g., nurse residency)

OHSU



2% Proposed Tuition Increase + Tuition Promise

FY23 budget keeps tuition increases for entering students to 2%. For programs in the
OHSU Tuition Promise, continuing students have no tuition increase (see next 2 pages).

Tuition Increase
Non- Resident 2022-23

Resident pesident  Tuiion %S Total
Medicine — MD? 2.00% 2.00% $46,148  $9,362 $55,510
Dentistry — DMD! 2.00% 2.00% $47,984 518,512 $66,496
Medicine — Physician Assistant’ 1.99% 1.99% $42 444 $9.970 $52414
Medicine — Human Nutrition2 1.92% 1.92% $31.,005 $7.895 $38.900
Medicine — Radiation Therapy" 1.84% 1.87% $21,868 $9,109  $30,977
Nursing — Undergraduate OCNEZ2 1.95% 2.00% $13.794 $7658 $21,452
Nursing — Undergraduate Accelerated BS* 1.94% 1.99% $34,620 $9,970  $44,590
Nursing — Graduate Nurse Practitioner3 1.97% 1.98% $24 228 $7.895 $32.123
Nursing — Graduate Nurse Anesthesia* 1.94% 1.98% $40272 $9.970 $50.242

1Based on four terms of enrollment

2Based on three terms of enrollment

3Based on three terms of enrollment at 12 credits each — actual enrollment may vary
4Based on four terms of enrollment at 12 credits each — actual enrollment may vary
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Proposed Tuition for Tuition Promise Programs

OHSU 2022-23 Percentage Change in Per Term Full-Time Tuition

Approx. 2021-22 2022-23 2021-22 2022-23
Terms of Resident Resident Percent Non-Res Non-Res Percent

Returning Tuition Promise Programs Attendance  Tuition Tuition Increase Tuition Tuition Increase
MD 2nd Year 4 311,311 311,311 0.00% 517,387 917,387 0.00%
MD 3rd Year 4 511,089 511,088 0.00% 517,046 517,046 0.00%
MD 4th Year 4 510,872 $10,872 0.00% 316,711 316,711 0.00%
MO/MPH 2nd Year 4 510,411 510,411 0.00% 515,980 515,980 0.00%
MD/MPH 3rd Year 4 510,210 510,210 0.00% 515,668 515,668 0.00%
MO/MPH 4th Year 4 510,012  §10,012 0.00% 515,361 515,361 0.00%
MD/MPH 5th Year 4 0,782 59,782 0.00% 514,882| 514882 0.00%
DMD 2nd Year 4 $11,761 §11.761 0.00% $18.982| $18.982 0.00%
|DMD 3rd Year 4 $11.530 §11,530 0.00% 518,609 518,609 0.00%
|DMD 4th Year 4 $11.304] §11.304 0.00% $18.224| 518224 0.00%
Human Mutrition 4 $7.020 57.020 0.00% §7.020 57.020 0.00%
Physician Assistant 4 $10.404 $10.404 0.00% §10.404 $10.404 0.00%
Radiation Therapy 4 55,856 55,856 0.00% 57,044 57,044 0.00%
LG Mursing Accelerated Bacc 2 56,792 86,792 0.00% 59,060 59,060 0.00%
UG Mursing OCME 2nd Year 3 54,920 54,920 0.00% $9.012 §9.012 0.00%
UG Mursing OCME 3rd Year 3 54,824 54824 0.00% 58,844 58,844 0.00%
Graduate Nurse Practitioner 4 §5.940 §5,940 0.00% §7.713 §7.713 0.00%
Graduate Nurse Anesthesia 4 57,407 57,407 0.00% §7.713 §7.713 0.00%
2022-23 Tuition Promise Programs

MD 1st Year 4 $11.311 $11,537 2.00% §17.387 17,734 2.00%
MO/MPH 1st Year 4 510,411 510,619 2.00% 515,980 516,297 1.98%
DMD 1st Year 4 511,761 511,996 2.00% 518,982] $19361 2.00%
Human Mutrition 3 57,020 §7.155 1.92% 57,020 §7.155 1.92%
Physician Assistant 4 $10,404) $10611 1.99% $10,404] S$10611 1.99%
Radiation Therapy 4 55,856 55 064 1.84% 57,044 57176 1.87%
IJG Mursing Accelerated Bacc 3 56,792 56,924 1.94% 58,060 58,240 1.99%
UG Mursing OCHE 3 54 920 $5.016 1.95% $9.012 58192 2.00%
Graduate Murse Practitioner 3 55,940 56,057 1.97% 57,713 57 866 1.98%
Graduate Murse Anesthesia 4 57,407 $7.551 1.94% 57,713 57 866 1.98%
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2% Increase for Non-Tuition Promise Programs

Non Tuition Promise Programs

Dental Graduate 4 511,543 511773 1.99% $13.749 514 023 1.99%
Dietetic Internship 4 $7.020 §7.155 1.92% §7.020 §7,155 1.92%
Food Systems & Society 3 $6.309 $6.435 2.00% §6,309 $6.435 2.00%
SoM PhD 3 $7.074 56,990 -1.19% §7.074 $6,990 -1.19%
Biomedical Informatics On Campus 3 56,432 56558 1.96% $7.683 57,836 1.99%
Biomedical Informatics Distance Learning 3 §7.133 §7.268 1.89% $8.410 $8,572 1.93%
Clinical Research or Human Investigations 3 $4.920 §5.010 1.83% $4,920 $5,010 1.83%
Computer Science & Engineering or Electrical Engineering 3 6,747 $6.873 1.87T% 56,747 $6,873 1.87%
MBA, MS or Cerificate in Healthcare Mgmit, or in Healthcare Admin 3 $5.622 §5715 1.65% $5,622 $5,715 1.65%
Medical Physics 3 $5,616 §5.724 1.92% §8,955 $9. 126 1.91%
UG Mursing RMN/BS 3 $3,576 $3.636 1.68% $3576 $3,636 1.68%
Mursing PhD, DMP in Mursing, Hith Sys Org Leadership, Nursing Ed 3 $5.841 $5.949 1.85% §7.569 §7.713 1.90%
On-Campus MPH or Programs in Biostatistics 3 54,050 $4131 2.00% 56,174 $6,281 1.90%
SPH PhD 3 $5,.247 $5.346 1.89% $6,120 $6,237 1.91%
Online MPH or Cerificate in Public Health 3 $5355 $5.454 1.85% $6,921 §7.056 1.95%

OHSU



$180M FY23 IGT Funds for Research & Education

Intergovernmental Transfer (IGT) program partners with the State to leverage the federal
Medicaid match, freeing gains from commercially-insured services to support ongoing
and new research & education costs at Oregon’s public health sciences university.

FY23 IGT Allocations for Research & Education (total = $180m)

Reserve for
unrecovered costs* School of Medicine
$30.1 base allocation

$31.7
Chief Research
Officerareas base
allocation $10.8

Provostareas base

University annual allocation $5.8

captial budget $45.0

Strategic List (see
next page) $39.3

*Covers research & education costs OHSU 2025
not otherwise recovered from grants, & anti-racism
gifts, tuition or State appropriations, '”g'f;"’?’es
previously covered by clinical earnings. '
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Strateqgic List Priorities from FY23 IGT Funds

FY23 IGT Strategic List Priorities (000)

Faculty Leadership & Recruitment:

School of Medicine leadership & scientists $13,008
CRO center and institute leadership & scientists 5,026
Dentistry, Nursing and Public Health leadership & scientists 2,039

Research Infrastructure & Emerging Technologies:

Research technology (OCSSB, Exacloud, USRSs) 4,643
OCTRI (clinical & translational research support) 1,957
Faculty salary bridging (between grants) 4,745

Education, Diversity & Outreach:

Recruitment / retention of diverse faculty & students 3,120
Simulation & interprofessional education 3,432
Rural Health program 1,339
FY23 research & education strategic list $39,309



New Faculty Compensation Framework in FY23

2,250 current faculty members are in the new faculty compensation framework. Those
continuing at OHSU into FY23 will receive pay and effort expectation letters produced by
the new CANDID faculty information system. On average, faculty will receive 3.9% or
$6,700 per year salary increases next year.

School of Medicine S 202,718 210,098 6,963 3.8%
Chief Research Officer S 159,359 S 166,466 S 7107 4.5%
Provost S 104,936 S 109,209 S 4,273 4.9%
University Average S 190,290 S 197,339 S 6,698 3.9%

OHSU



Expected Faculty Effort by Mission in FY23

The new faculty compensation framework and CANDID data system provides, for the first
time, a comprehensive view of OHSU faculty effort across missions, using reasonably
consistent definitions and building toward shared understanding across individual faculty
members, their academic units, and the University as a whole.

aFTE = Administrative Effort rFTE = Research Effort
eFTE = Educational Effort cFTE = Clinical Effort

Faculty FTE Effort

School of Medicine 13% 20% 2% 66%
Chief Research Officer 18% 80% 2% 0%
Provost 20% 16% 56% 8%
University Average 14% 23% 7% 56%

OHSU
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Central Services Budgeting Approach

O

Goals

Stabilize FTE growth while balancing inflation
Fund institutional-level strategic priorities
Prioritize budget adjustments by risk level

Tactics Deployed

Holding 36 administrative & support positions vacant

» Central Financial Services, Facilities, Design & Construction, Access

Checkpoints, Logistics, Clinical Education & Occupational Health
Increased payroll to fund various market adjustments

Funded expansion of Human Resources and Covington recommendations as
separate stream

Increased budgets for large external contracts like Tram Operations, IT Hardware
& Software Maintenance and Insurance programs

Preserved central administration contingency pool to strategically deploy next year
Maintained funding for implementation of strategic planning linked to OHSU 2025
Reduced operating support of capital to align with reduced capital budgets

Reduction of staff development and training in budgets not associated with

licensing or professional certifications %)

OHSU
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HRC Supporting Healthcare Projects (000)
OHSU 2025 Initiatives

Research equipment from grants

CHO Adventist Infusion Clinic Expansion
Research & Education Recruitment / Strategic
KPV Clean Steam System

Connected Care Center

CHO Tualatin infusion clinic expansion
Vollum Institute Renovation

Multiple Identity and Access System (MIDAS)
West Campus Surge Facility

Personalized Networks & Microsegmentation
CEI Capital Support & OR Equipment
Orenco Station 1st and 2nd Floor

RLSB P2 Remodel (Design)

Dotter Seismic Retrofit

Security Cameras for Parking Structures
PGE Feeder Connection (Design)

Bike Parking (Design)

West Campus Freezer Farm (Design)
Benson Health Center

Strategic Projects
Healthcare
Other University
Facilities Deferred Maintenance

Infrastructure / Replacement Pools

Total Annual Capital

$15,167
5,000
5,000
3,041
3,000
2,600
2,158
1,328
1,300
1,182
1,075
992
950
767
590
350
250
250
250
100
15

45,364

$31,452
30,184
3,000

64,636

$110,000

Summary of Proposed FY23 Annual Capital Budget
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FY23 Proposed Strategic Capital Projects

Amount (000) Brief Description

$15,167

5,000

5,000

3,041

3,000

HRC Supporting
Healthcare Projects

OHSU 2025 Initiatives

Research equipment from
grants

CHO Adventist Infusion
Clinic Expansion

Research & Education
Recruitment / Strategic

Non-revenue generating projects to support
Healthcare moves to HRC 5, 11 & 14.
Infrastructure upgrades and moves, along
with Core Lab conveyor replacement.

Implementation of six goals with 23 top
objectives. FY23 funding will go to support
CANDID, Simulation and Collaboration
Platform programs, plus improvements in
Research Informatics and faculty & learner
support programs.

Scientific equipment, including DNA
sequencers, freezers and microscopes, to
expand research capabilities and further
goals of specific research projects.

Expansion of infusion clinic space and
treatments such as blood and blood
products, antibiotics, iron & vitamin B
therapy, hydration, among other services.

Capital funding to support Research &
Education related faculty recruitment and
strategic programs or initiatives

OHSU



FY23 Proposed Strategic Capital Projects

$2,600 KPV Clean Steam To resolve issue of residual mineral deposits
System and staining on surgical instrumentation
post steam sterilization. In addition, to align
with current trend of using clean steam
exclusively for steam sterilization.

2,158 Connected Care Center System to improve patient access to OHSU.
1,328 CHO Tualatin Infusion Expansion of clinic space and infusion
Clinic Expansion treatments (blood and blood products,

antibiotics, iron & vitamin B therapy,
hydration, among other services).

1,300 Vollum Institute Final year of a 7-year initiative to address
Renovation deferred maintenance needs of building.
1,182 Multiple Identity and New identity & access platform that

Access System (MIDAS)  centralizes management of digital identity
and increases security, accuracy, efficiency
& customer experience.

1,075 West Campus Surge Addresses critical shortage of Non-Human
Facility Primate housing. New facility will create
ABSL-2 space and house approximately
400 animals, for the critical expansion of
research capacity. %)

OHSU



FY23 Proposed Strategic Capital Projects

$992 Personalized Networks &  Addresses unique customer requirements
Microsegmentation within IT networks at scale. Staff will save
time & provide improved customer
experience with networks and security.

950 CEI Capital Support & OR Support for capital equipment for Casey Eye
Equipment Institute / Operating Rooms.

767 Orenco Station Buildout Establish pediatric specialties to better
of Floors 1 & 2 serve Washington County patients,

decompress pediatric specialty clinics at
Marquam Hill, and grow volume at HMC.

590 RLSB P2 Remodel Supports Multiscale Microscopy Core, a part
(Design) of the USR program, and the PNCC Cryo-
EM center. Expansion allows PNCC to
acquire more cryo-EMs (paid for by NIH),
more sample preparation, and education
space for both programs.

350 Dotter Institute Seismic 1 of 4 under-reinforced buildings on-campus
Retrofit in danger of collapse during an earthquake.
250 Security Cameras for Risk mitigation for accidents, falls,
Parking Structures potentially dangerous circumstances, and
overall safety of our campus. %)
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FY23 Proposed Strategic Capital Projects

Amount Project Brief Description
($000)

$250 PGE Feeder Connection  Upgrade to electrical infrastructure and
(Design) connecting the new PGE feeder to our
network. PGE is planning to invest $15m to
add another power feeder to Marquam Hill
to improve power reliability and capacity.

250 Bike Parking (Design) The City of Portland has new code for bike
parking, requiring that added capacity and
increased safety and security of bike
parking on OHSU campuses.

100 West Campus Freezer Renovated space to provide additional -80
Farm (Design) freezer support space to store valuable
research materials in long term storage.

15 Benson Health Center Clinic at Benson Polytechnic High School in
NE Portland provides easy to access care.

Annual Infrastructure & Replacement Pools: $64.6m in pools fund replacing and
maintaining information technology, facilities, infrastructure and equipment needs across
clinical, research, education and administrative missions. Majority of spending enhances
safety and compliance.
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FY23 Sources & Uses of Cash

With balanced operating revenues & expenses,
sources of cash next year are depreciation,
OHEP funds applied to the IPA project from last
December’s bond issue, and estimated capital
grants (usually $5m - $10m annually).

Uses include principal repayment, working
capital net of targeted A/R improvement,
spending on the IPA plus Perinatal expansion
design, a reduced prepayment of PERS debt,
and spending from the annual capital budget.

Normally, the carryover in spending from one
annual capital budget year to the next offsets,
but since FY23’s allocation is ~40% below
FY22's, the forecast carryover in FY24 is less.

Cash flow before investment returns is budgeted
at $(21)m. Investment income should average
4.5% with a 9% standard deviation. Thus 68%
of the time, total cash flow should range from
$(80)m to +$159m, with +$39m expected value.

FY23 Proposed Cash Flow

Operating income
Depreciation

OHEP debt applied
Capital gifts & grants

Sources of cash

Principal repaid

Working capital required

A/R improvement target
FY23 annual capital budget
Carryover from FY22 capital
Carryover from FY23 to FY24
Inpatient Addition project
Perinatal project design
PERS liability prepayment

Uses of cash

Cash flow from operations
4.5% investment return
Cash flow after invest return

Minus 1 standard deviation
Plus 1 standard deviation

(millions)

$0
202
114



OHSU-Wide Financial Challenges through FY27

o Over the past six months, OHSU’s President and EVPs have been working to develop
financial plans through FY27 (the construction period of the Inpatient Addition &
Perinatal expansion project) that address four interlocking challenges:

— Payment rate growth that is chronically less than wage & cost inflation, which
requires either constant cutting or constant growth (spreading fixed costs over a
larger and larger base) to offset.

— The need both for major capital investments and for competitive wages in order to
support the constant growth approach.

— A pandemic that has knocked OHSU off its prior trajectory of growth and earnings,
while recent inflation increases have made the gap between payment rate growth
and cost inflation even wider.

— The fact that through success, OHSU has also become more reliant on a narrow set
of rapidly-growing funding sources (IGT funding and non-hospital pharmacy
services) that are themselves subject to significant public policy and market risk.

o This final section updates the multi-year financial projection presented in April for the
revised assumptions agreed by the President and EVPs in May.



Revisions to FY22 — FY27 Financial Projections

o The revised projections through FY27:

— Carry forward the impact of lower operating earnings and investment returns in
FY22 and FY23, with out-year reductions to annual capital budgets as well

— Add $24m of incremental CARES Act grants received on June 16, 2022

— Add the targeted $25m of bottom-line improvement going into FY24 while also
developing detailed contingency plans

— Increase the allowance for labor cost inflation
— Add higher construction inflation to the Inpatient Addition (IPA) component of OHEP.
o Offsetting the cash impact of these more pessimistic assumptions are:

— Afocused commitment by OHSU leadership to raise $285m for the hospital
expansion—an aggressive goal, up from $100m included in the April projection

— Deferral of the Perioperative expansion (including relocation of the Center for
Women'’s Health to free space in the Kohler Pavilion)

— Reduced prepayments of PERS liabilities, even though this cash investment has a
37% ROI and provides direct relief to the operating budget in future years. ;
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FY22 — FY27 Financial Projections (continued)

o Four other “Essential Targets” remain the same for FY24 — FY27:
— 6% patient activity growth
— 3% clinical rate increases
— 47% of FTEs variable with volume
— IGT growth at 9% per year (6% volume + 3% rate).
o The net impact of the revised assumptions, opportunities and actions:
— Reduce FY27 EBITDA margin from 10.4% to 8.1%, but up from 4.4% this year

— Generate $3 billion in sources of cash compared to $2.7 billion in uses, for net
positive cash flow of $300m over 6 years from FY22 through FY27

— OHSU-held cash & investments grow in line with 3.5% inflation to $1.7 billion but
below 8% annual increase in spending, thus resulting in lower days cash on hand

— 6/30/27 days cash on hand fall from the April target of 195 days (the current S&P
BBB+ median) to 178 days, or slightly below OHSU’s most recent low in FY15.



Projected Patient Activity vs. Pre-COVID Trend

CMI/OP Adjusted Admissions vs. Pre-COVID Trend
240,000

220,000 ’
200,000
180,000

160,000

140,000

Projection through FY27 assumes that
patient care activity (blue line) resumes
the 6% slope of the pre-COVID trend
(dotted red line) but does not close the
100,000 pandemic-caused gap until after the
Inpatient Addition (IPA) is open in FY28.
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Revenue Gap Narrows with Better Payment Rates

Total Revenues vs. Pre-COVID Trend (millions)

$6,500
’
’
$5,500
$4,500
Higher clinical payment rate growth
$3.500 (3% / year in FY24 — FY27 compared
to 2% - 2.5% pre-pandemic) narrows
more of the revenue gap to the prior
trend line.
$2,500
$1,500

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27

e Actual / Projected == == Pre-COVID Trend (8%) %;
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Shift in Available Revenue toward Compensation

Salaries & Benefits + Contract Labor as a Percent of Available Revenue
(Defined as Gross Margin = Total Revenues - Rx & Medical Supplies)
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Compensation Spending ~10x Capital Spending

Projected Six-Year Spending by Type
FY22 - FY27 (millions)

Hospital expansion
$918
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Impact of Revised Assumptions on EBTIDA Margins

EBITDA Margin Adjusted for Lease Accounting vs. Pre-COVID Average
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Actual & Projected OHSU Investment Returns

Investment Return on OHSU-Held Cash & Investments (millions)

$200
4-year average = $52m
[ ! \
$150 $148
FY23 — FY27 investment
return estimated at 4.5%
with 9% standard deviation
$100
$73
560 $62 $65 $68
$50
$34
$29 $2 3
$3
$O I
(50 FY22 investment loss estimated at
(50) 12/10 x April YTD loss of $(66)m
$(80)
$(100)

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 @
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$300M Net Cash Flow from FY22 through FY27

FY22 - FY27 Sources of Cash FY22 - FY27 Uses of Cash
(6 year total = $3,007 million) (6 year total = $2,683 million)

Net cashflow
$324

Capital gifts & grants include $42m of pandemic
CARES Act & FEMA grants received in FY22.
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OHSU-Held Cash Rises with 3.5% Inflation

$2,500

$2,000

$1,500

$1,000

$500

$0

Projected Trend in OHSU-Held Cash & Investments
Excluding Moda Surplus Note and CARES Act Loans (millions)

6/30/21 6/30/22 6/30/23 6/30/24 6/30/25 6/30/26 6/30/27

W OHSU-held cash & investments  ===3 50 inflation trend  ===8% budget growth trend
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FY27 Days Cash Fall to 178, 2 Less Than Prior Low

OHSU Days Cash on Hand vs. Current S&P Medians

300
250
200
mmm OHSU
e S&P A
150 S&P A-
e S&P BBB+
= e Apr Proj
100
50
3 B=8 B3 BNl Bl B2 Bl B2 ~ | © | 1| ©o | o
(@) (e 0] o o — (48] o (48] o (o)) (o)} (ce] (ce] N~
0 (q\] i (V) (Q\| (qV AN (QV (qV N — — — — —i
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 @

56

o
I
tn
c



57

Conclusion

Prior to COVID, OHSU'’s financial model relied on sustained growth across missions
both to serve the people of Oregon and to offset the chronic gap between payment
rate growth and wage & cost inflation, by spreading fixed costs across a wider base.

In addition, OHSU captured new resources from IGT leverage of federal Medicaid
match, non-hospital pharmacy services for cancer, neuro and other complex cases,
and major gifts such the Knight Cancer Challenge.

This model, by requiring ongoing growth and new revenue sources, was not inherently
stable, however it did secure nearly a decade of 7% top line growth, competitive pay,
and 4.5% — 5% operating margins to fund investment in programs and capital.

The pandemic knocked OHSU—and AHCs across the nation—off this path with a
“perfect storm of expense, volume, and revenue pressures” (as Kaufman Hall reports).

The proposed FY23 budget and essential targets through FY27 seek to return OHSU
to a sustainable path of growth while recognizing the lasting impact of COVID on our
people, programs and finances.

By balancing operating revenues and expenses, investment return and gifts, capital
spending and cash flow during the hospital expansion construction period, the revised
plan presented here both draws upon and maintains OHSU’s long-term capacity to
finance its missions of patient care, research, education and outreach for Oregon.

®
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Appendix: FY22 May YTD Financial Results
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OHSU financial results have continued to decline with the impact of COVID variants on
volume combined with longer-term staffing challenges.

The magnitude of deterioration is far greater than pre-pandemic budget challenges.

The May year-to-date operating loss is $(77) million, $(102) million below the
seasonally adjusted budget, $(133) million below last year and $(227) million below
FY19 YTD.

It is not just that revenues are below expenses; it is also that the rate of growth in
revenue is below the rate of growth in expense.

Over 3 years, revenues are up 22% but expenses are up 31%.

Pre-COVID to Today (millions) Rewvenue Expense Gain (Loss) Op Margin

FY19 May YTD $2,965 $2,815 $150 5.1%
FY22 May YTD 3,617 3,694 (77) -2.1%
3-Year Increase 22% 31% -9%



Impact of COVID-19 on Clinical Growth Trajectory

Impact of COVID on OHSU Patient Care Growth Trajectory
(CMI/OP Adjusted Admissions)
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Trend in Operating Margin to Fund Future Growth

COVID-19 Impact on Operating Margin to Fund Capital
6%

5% -— -— - a» o -— -— -— -— -— -— -— -— -— -— -— -— -— -— -

FY20 earnings fell $(174)m
4% short of budget, of which
federal grants to date have

306 offset $153m or 88%.
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3.5%
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0%
\ | -0.9%
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Pre-pandemic, operating margins tended to fluctuate
20 by +/- 0.5% around ~4.9% average. COVID-19 has
introduced far greater volatility to earnings.
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May YTD (11 Months)

(millions)

Net patient revenue
Medical contracts
Grants & contracts
Gifts applied

Tuition & fees

State appropriations
IGT funding

Other revenue

Operating revenues
Salaries & benefits

Rx & medical supplies
Other senices & supplies
Depreciation

Interest

Operating expenses

Operating income (loss)

Operating margin
EBITDA margin

Fy21
Last Year

$2,230
116
460

66

77

36

122
203

3,310
1,993
568
500
164
31
3,255
$56

1.7%
7.6%

FY22
Budget

$2,404
151
454

87

78

36

125
203

3,538
2,172
598
530
181
32
3,513
$25

0.7%
6.7%

FY22
Actual

$2,426
144
484

74

75

38

150
225

3,617
2,270
656
545
182
42
3,694
$(77)

-2.1%
4.0%

Actual - Actual /
Budget Last Year

$22 8.8%
(7) 24.4%
30 5.1%
(13) 13.7%
@) -2.0%
2 4.2%
26 22.8%
22 11.0%
79 9.3%
97 13.9%
58 15.5%
15 9.1%
1 11.1%
10 36.7%
181 13.5%

$(102)  -239.6%

-2.8%
-2.7%

FY22 Labor Costs Up 14% on 9% Revenue Growth



FY22 Budget Shortfall in Patient Care Areas

o FY22 budget shortfall reflects lost procedural revenues and higher compensation &
contract labor costs in OHSU Health + School of Medicine (combined $129 million
shortfall from budget), where nearly all of OHSU’s net patient revenue is generated.

o This gap is partially mitigated by $10 million of unallocated contingency, $2 million from
restricted (grant) funds, and $7 million of savings in central services.

o Outside of operating units, IGT funding for research & education is $26 million ahead
of plan, while two one-time items ($1k bonuses for front-line workers and cost of
issuance for December’s bond issue) cost $(17.5) million.

Components of FY22 YTD Budget Variance

May YTD (11 months) Actual - % of Total

(millions) Budget Patient Care

OHSU Health $(105.8) 81.9%

School of Medicine (23.1) 17.6%

Other Units + Contingency 18.7 0.4%

Higher IGT Funding 25.7

$1k One-Time Payment (14.0)

Bond Cost of Issuance (3.5)

Total Budget Variance $(102.1) 100.0% %)

62 .
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Lower CMI with COVID Shift from OR Cases to ER

o Delta and Omicron surges have greatly increased Emergency visits while shifting the

mix of care from surgical to medical cases.

o Casemix index (CMI) is down slightly from budget and last year, the first annual decline

in many years.

May YTD (11 Months)
Patient Activity

Inpatient admissions
Awverage length of stay
Awverage daily census
Casemix index

Day / observation patients
Surgical cases
Emergency wvisits
Ambulatory visits
Outpatient share of activity

CMI/OP adjusted admissions
Gross charges (rate adjusted)

Fy21
Last Year

23,413
6.67
447.6
2.49

37,605
30,237
37,869
1,006,896

55.2%

130,058
$4,879

FY22
Budget

24,630
6.70
466.4
2.50

40,691
32,069
36,536
1,027,936

56.3%

140,781
$5,150

FY22
Actual

23,998
6.78
462.3
2.47

37,876
29,373
45,686
1,008,227

57.2%

138,456
$5,222

Actual /
Budget

-2.6%

1.2%
-0.9%
-1.2%

-6.9%
-8.4%
25.0%
-1.9%

1.6%

-1.7%
1.4%

Actual /
Last Year

2.5%
1.6%
3.3%
-0